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The Association between Busy Auditors and
Earnings Management

Fan-Hua Kung~ Yu-Shan Chang”™ Yu-Wen Chen™

Abstract: The objective of this study was to investigate the effect of the average number
of companies audited per auditor in an audit firm on audit quality while taking into
account that the audit firm’s resources are limited. When an auditor audits more
companies, he or she will gain more experience, knowledge, and skills in auditing, which
should improve his or her audit quality. However, auditing more companies also means
that the audit will be unable to carefully audit every detail, which may instead affect audit
quality. Considering the limited resources at audit firms, this study divided the number of
companies audited by audit firms by the number of auditors at the audit firms to capture
the audit efficiency of auditors, with discretionary accruals and real earnings management
as proxy variables for audit quality. The empirical results show that industry specialist
auditors can constrain accrual earnings management when they audit more companies and
therefore the company is likely to resort to more economically costly real earnings
management. The empirical findings of this study will redound to the benefit of audit
firms gathering specialized knowledge in a specific industry, which can enhance audit
skills and experience and help respond to the effect of the limited resources. Moreover, it
is hoped that the findings will prompt authorities to take into account the number of
partners that an audit firm has when taking engagements to prevent an adverse impact on
audit quality.
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Assets; ,_, Assets;, Assets, Assets (3)
H

CFOi = iy tEY EREBREGE -

AREV: = 3 i AN S tﬁmﬁ%“ﬂi%/iéﬁ%ﬁvﬁi°

REVi = L@ hFtE S f T o

é{‘ %

BRI ALFEREE G [ REEEY [P A pP LR
( Roychowdhury, 2006; Cohen et al., 2008 ) - i% & #-73] (4) ~ #-1](5)£ #-73](6) &5 +- &
244424 (RPROD) #A(6)2 7% £ et Ak % » 27 £ L5 BER 2 A L5
FH AR ARG F o Hiea A R AL R R



278§ w43

COGS; 1 REV,
=K +K, Eit
Assets; ,_, Assets;, Assets; |, 4)
AINV, 1 AREV, AREV,
=K +K. +K +&,
Assets; Assets, , Assets Assets (5)
Prod, 1 REV, AREV, AREV,
=K + K, + K +K Lig,
Assets; ,_, Assets;, Assets, Assets Assets (6)
2o
COGSy = ZioPhstaaslf4o-
AINViy = i@ bantaadyp ghdke
AREVigp = 20128 &% t-1 &gl fija » g ddic .
Prodi = ZiofAasteaaflga Ao

RS RFHALE Y (RDISX) ffpd #A(7)2 AL KT FALEES
o RFEERFE S DR S PP R g R o BT
DiscExp;, e 1 REV,

1 TK, Eit
Assets; Assets;, Assets,

(7)
#2e oo

DisCEXpy = 5 028 & t& g o

##7 % ik 95 Cohenetal. (2008) 2 Zang (2012):riii » & * F T @4 ¢ Bix &
# (REM) k$FHP R EFFHL AP I TR L2 B R - F TR REL
41 (REM) =3 it enB § § £ 6 R &5 E (StdR_CFO) X(-1)+ 53 i ehf
4 &2 & (StdR_PROD) +{& 2 it e ¥ #4744 % * (StdR_DISX) X(-1) » F]p+ 4 4=
TFTRVTERFRF LR R TR Y ERBRENE B2 A5 A2 2
LR AR A S AR s I

(2)¢ 3 F A 122cF (AE_PARTNER)

I

Beyer and Sridhar (2006)F= 7 % L& § - FF 42914 4 Fihe 2120 & 5 K o -
FAPE S GRGTETT D AR AL LS o Bl AR A
FFEATTRTLL AR » > NP ET0E - LY e T A P o Tk
MEFFRBRTEELGE R RRITEP T A G RL

(=)%3+ A %% 7 (EXPERT)

Krishnan (2003)% A 2L A £ 2 72 a0 @ »d A 2% 7 A2 2
PEFRMZPAPRIE HTAFEHRAZFRG HERERLEFT o
Palmrose (1986)#-2 ¥ 7 b3 :f 15%01 F ® Z = < 2 €3£ 12577 ] » 7 A ¥



PR g R BT B 279

% Rz # F - Dunn and Mayhew (2004)F7 3 % JLPA 724 1767 € %3 & ¥ & 7A $ieh
ZPRFLFABBETE IR F VA5 RERIZF VST &
AFPENGZLAEFTFFERNEZAEL AP P e f3 i w2
BLRdi AFBTE Y 5 120500

(T )#l%k

Fol b ez WAl 5 0 A7 | L %R Cohen et al. (2008) 2 3341
E=F ' NI E’J*ﬁﬁfi(SIZE) » 2 Guletal. (017)#F b g3 P2 MAE S &F ¢4
axEPdpes FPFR o Fiphor 3529 (TENURE) & 74541 @/gu I
PRSP r X EF R AP > TP EH SR R R
¢ #.% (Menon and Williams, 2004; Francis and Yu, 2009) e-ta“cﬂoi E Jor & E K
(GROWTH) & ivdpdl o B 4 41 %¥ks o7+ 2 28k (AGE)~ F £ Ed MR &
£ (CFO) &# 8% %+ iliz*f#ﬁﬁ@%&%ﬁt (BIGN) - # %‘Tnfﬁ? LA A IR S
B A2 o 2 P RH(SIZE) 2 ¢ 3-f7 iz (TENURE) > DeFond and Jiambalvo
(1994) 22 Sweeney (1994)4; 1 § 1t FA%F ch P 0§ WA b 'hid £ F s g A
BFAES Fee PPy I ixﬁfﬁus\ S r-t%f»'\ ﬁ FotF (LEV) &fadp4]
A "lxﬁfﬁﬁ?” (ROA) = @2 j&fliv 4 > Fla § & Feng a4 pF >
R e E PSR Y gl el SR (Becker etal., 1998) "B o RS A Al AT
5#7ﬁﬁ%%(mmw ol B AR e T S B R RN A
1R HRARI R \?aFﬂt’a‘#ﬁpﬂkmﬁﬁJf’vgkhdﬁﬁﬂ%1<» i
2 (VOL_SALES) % § % # M &£ 2 6 (VOL_CFO) ¥ § BE2 P it 7 @4
%ﬂiﬁ&i§ﬁ’ﬁivuaﬁﬁﬁk»i%ﬁ%%”ﬂ%%?éﬁiﬁﬁk%
z i (VOL_SALES) (Yanti, 2017 ) m=* - B3 ~ & » Z 4 FRE - F 2
YEEPRENE ﬂ_ﬁ'i’/f MEHARETA O MFEFEFEEFRENEZ A
(VOL_CFO) (El Mehdi and Seboui, 2011) » #fs » FZE 7 F o 2 10 o BB 7
2P 502 m%s (LISTED) #2413 B 2 P 2 Bt » Bfs > A5 % pr ERZ

AEUZ mRREUFRAEE ERZEE -
SR i

AFE G A w04 - fic (ABSDA/DA ) 2 9% 3?5#?21’_ (REM) T 5 24
B2 R FE e A AR GHEAFTEFRTL TP R
(AE_PARTNER) $##\ i1 3 82 F F A F 22 P 220 BEFTAES
F€ 3 FF m 5% % B (EXPERT) ‘é\z/\’r%ﬂw'/\ WEREEAY 0 U R AL R R
AP PRSP ETLRE PR Q2 2 kT
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ABSDA,0rDA’ = o, + o, AE_ PARTNER, + ,SIZE, + o.;TENURE,
+0,GROWTH,, +,CFO, + 2, AGE, + &, BIGN, + &, REM,
+0tLISTED, + 4, VOL _SALES, + ¢, VOL_CFO, +> YEAR

+> INDUSTRY +&, (8)
REM, = S, + B,AE _PARTNER, + 3,SIZE, + B,TENURE,
+B,LEV, + B,ROA, + BBIGN, + B, ABSDA, + B,LISTED,
+B,VOL _SALES, + BVOL_CFO,+> YEAR+>_INDUSTRY +¢, 9)

DA

REM
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EXPERT

SIZE

TENURE
GROWTH

CFO
AGE
BIGN

LEV
ROA
LISTED

VOL_SALES =

AR L P i R L A o A e A u
FAt it B2 % 41 (ABSDA)~ & & (DA+) % f {8 (DA-)
BEAT o

FHEHRFIE G2 NE vk o A o u B F EEH
Mmiing (StdR CFO)- B %4 2= & (StdR PROD) % &
WA F * (StdR_DISX) 2 B @4k LR riﬂ%ﬂ(REM)
EERE -
MEERFECEFFERNLAL —*”ﬁt“,f VAR S L P
LW A B 2 o

gg“i-gaw AEXEPE S 4 % Jar 3t RSP L=
LRV AFEREE L RGO
SPRB P EREFT AP R
PR B2 REL AP RN P ESRE Y
HREerdEF N g he )}Eéﬂ'ﬁﬂi/\i%@ﬁ’ﬂfu
m A T s e

fg?-g‘ Z_o

FHRABFLRETEFUYARTA -
AR S X
SAEVFERTAP R FE AR VA G
BerhPialoF2 500
PR F o R AL RRTA
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BESE IIFP L L 2BFEFELP A0
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VOL_CFO =S FEFEREGEABLE > NEFT T - B2 THRE
BAENDA BT A -

YEAR = ERBFEEHE-

INDUSTRY = Z¥m#%#-

= \ﬁ‘zi:,:gﬁ\_ﬁ.? +—id£‘l

P S EIA SR L N R e g"J‘FFFijZ~ T2_ %
P frlios g2 AP TP 2 AT IR P o 22 1F 2P
IRE FPEFTEAM TR L SARTE (Taiwan Economic Journal, TEJ) = d 3¢
2002 & 4 %152 (Enron) % ’é{"ﬂ?“ A B2 EV R A BRI 8% 0 A
7 F4=p 2003 & 3 2017 &£+ 15 & » :}*“f FET R G HRZ 4?[@‘!3-‘%{-*’
BEF DAY RETHFHRY -2 LZAFA T L AP ERENFT %
BEFERT 19492 £ R EEFH ST F RN 49.72% Hx S Ak A0k
10.23% > % = % ib?,;;n‘_,ﬁ:§:1,%f b 714% > 2 d £ 17 @E%p 2003 & 1 2017 & 2 #k
Aj AR E K A2 ARF o

E-FBE%

— N ik st

AL AR AR EEE T S5 27 B L winsorized ¢ N AT @
RBIL A 1% 1 99%2 Bl B o £ 2 5 AT L AEE SRR E o d 29 F gt
Al et #cs ¥ e (ABSDA) Tio#ic i 0.061 ¢ im#ch 00420 27 A2 2 T aq
TR R ARG F PP I ) T ERELFE 1R (REM) 2 T35
i 0013 ¢ #0062 Bor S Hc AP FEY FFEAFR2 R E-
BBREEL 2 BF Y M4 E (StdR_CFO) T 3542 0.008 » 25 4 i #k 5 -0.256 ;
HELRFA4FL4A (StdR PROD) 2z T35% s 0.0050 25 4 =8 5-0.329 » ¢ i #c
= 0.030; #R2 i B 4 #5442 % * (StdR_DISX) T 324 % -0.015° 25 ~ i~ #c 5 -0.334 >
Pr-0094 ok AN Y BT FEAE R E S FARP R T o FaRAT
2. €3 FF A 1% fdic (AE_PARTNER) 2 T3a#cs 5138 FF2 A o7 > ¥ i=#i 55 @
AP O HA IO T HTEVFERTL AP EYIFERAPSIBF L o F
FAF¥ L REFF (EXPERT) 2 T2 0058 MrteAd @@ 2100 25 58%

2P LAELFEVE AP PR G 2 P LR (SIZE) T3o#c s 22,137 -
«1£2gf¢ﬁF§+fﬁﬁF(TENURE)R 7.043 & TR e L F 5 89%F 83.6%
zZRAh T d A ERATAE G 882%2L 2 F 5 F RSP (LISTED) % 35§
vk (LEV) % 424% > T35F A4rpu% (ROA) 5 3.9% -

N
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~ARRE ThlA 4T

2 3 LAPM BEA PSS > A AT S HE (ABSDA) 9 FR4E R
(REM) P 2 @4d21 8 > BFERF A0 > 2 IAM G FiE- HBEFTFT
FHEE At R A Y EFEFREGE (SAR.CFO) ~ fRE it 2 2
¥ 2 A=A (StdR_PROD) g i itz B ¥ # A 7 * (StdR_DISX) ~ % i w&
Fod izt (DA) 2 234 (ABSDA) R A F T ApM o B € 3HFF & 1 ik
(AE_PARTNER) 6 » F547p & - AP g3 AP S 2207 > 2R LPR
VEEFTIAEEEEFLAN BT APRIZ RSN AR AP O HT
ﬁﬁﬂg?ﬁf*argov%%@éé%i%m7g#%ﬁg?w(9@mn
BBEHRF LB %4203 2 #4133k EXPERT &2 ABSDA 2
DA %+ 5B Ff Ak > 2 2% /f;gg_%g; ’ﬁgz‘lg$i£§:* = g PRS2 R
EXPERT ¢ AE_PARTNER % 87 ¥ Z Ap B « 247 5 i€ (T Ap M ihlic2 el 7 > » it
¥ B L BB 2 % 2 YR F15  (variance inflation factor, VIF) » & 5% % 8 £_7F
7 s A (multi-collinearity ) e0f° 48> ‘S4Bl 16 75 R VIF @9 430 1 3] 2.37
2R E T WEFA AT SR T AGFEERBZ AR o
= ~RFST

2AGEF TP RERP AP RLEFEA TS D AP T
AEL RE (EXPERT) g i E2 3350 2 AP 27 €7 Rz
At B @ (DA+) (% #c-0.004 > pvalue=0.060); %3+ 2 £ & R2_ ¥4 Pl i
BRI F2L AL c BiBA 42 8% PRBVALL TR AR S THAPE
PR RT 0 A T2 F PR o AR E S e o 2 FREES é),?e#p
Pz gm o g3z (TENURE) 28 M Bz  cE ¥ f 40k > L TREZ B
ﬁﬁﬂﬁﬁﬁﬁﬁ&ﬁ%%ﬁ?éég;ﬁ%ﬁﬁﬁﬁﬁ,nﬁJﬁ%&P?oW
$ORRGFATY FRF FERFE (REM) ER 0 b B E T M G- LK
S FRAPRTOBFE LT 0 AT TR 2Z AP FAEIE

%5 *g“ﬁiﬁﬁﬁ%ﬁﬁaﬁﬁ%gﬁaﬂwkﬁé%’ﬁ%&ﬁﬁigﬁ,
EFF ARG L FI T T oM AP REFRV AL FAEEZER R AED
PR RFRFTEAER AR IAE R ﬁ%wﬂ¢?$mﬁﬁ$ma
(StdR_CFO) & &8 % f 4p B ( %#c-0.086 > p value=0.004) ; 25 § 48 1L 2 R 1
P42 A+ (StdR_PROD) T A ¥ & 4phf (%8 0.154 > pvalue=0.002) : &2 ¢ ¥ 2@
T R Y RS % (SAR.DISX) T A F f AP M (% #-0.169 > p
value=0.003): ¥ » & f F@4¥ =2 F L4 (REM) ¥ 2 Aps (3 0.409 -
pvalue=0.001)> 277 X & &7 § FE 3 H G * iF 2 M4l b viER A B UER
ﬁﬁ&ﬁ$&bﬁzﬂiﬂé%*£géﬁwﬁeﬁ\ﬁﬁ&§w$§¢&ﬂ%a%
RRERE AP AEL RN RAF R F LTSS MRS ET AL
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g g (LE ) gw.é\—%aﬁmiv ﬁ;ff"*ékrg m,a,ﬁnrs’ é_fﬁﬁw
(MM)Aﬁ); Bl REFLZET FEREELES ZH -

L -aq\ i, F_L
Vo
ey

*vm\q- \g
©

% 2 kst s (N=19,492)

Mean Sd Min P25 Median P75 Max
ABSDA 0.061 0.062 0.001 0.019 0.042 0.080 0.362
DA -0.001 0.087 -0.269 -0.045 -0.003 0.039 0.362
REM 0.013 1557 -7.585  -0.736 0.062 0.757 7.225
StdR_CFO 0.008 0.556  -2.414  -0.256 0.014 0.291 2.065
StdR_PROD 0.005 0.701 -2551  -0.329 0.030 0.343 2.572
StdR_DISX -0.015 0.690 -2.238 -0.334 -0.094 0.234 2.968
AE_PARTNER  5.138 1.454 1.000 4.605 5.500 5.902 7.578
EXPERT 0.058 0.233 0.000 0.000 0.000 0.000 1.000
SIZE 22.137 1.442 18.861 21.130 21959 22942 26.357
TENURE 7.043 4.204 1.000 4.000 6.000 10.000 18.000
GROWTH 0.089 0.495 -0.616 -0.086 0.030 0.160 5.637
CFO 0.067 0.114  -0.447 0.011 0.066 0.126 0.475
AGE 3.226 0.466 1.609 2.890 3.258 3.584 4.078
BIGN 0.836 0.371 0.000 1.000 1.000 1.000 1.000
LISTED 0.882 0.323 0.000 1.000 1.000 1.000 1.000
LEV 0.424 0.184 0.063 0.284 0.424 0.551 0.900
ROA 0.039 0.089 -0.274 0.003 0.038 0.081 0.435
VOL_SALES 0.387 0.523 0.003 0.079 0.210 0.483 3.693
VOL_CFO 0.036 0.029 0.001 0.015 0.030 0.051 0.141

T & 1 ABSDA @ %+ Kothari et al. (2005) iz 242 % - 2t e ¥ B8 4+ @ DA © %% Kothari et al.
(2005) i3 3+ 2. % {4 o2+ 8 s REM © %% Cohen et al. (2008) B2 F @43 B 5454 StdR_CFO :
BELCEFFEZLBREE  SAR_PROD @ #8124 4 2 & & ; StdR_DISX : fﬂﬁntﬂ’pﬁ;\ Lr+
?p‘f?* ; AE_LPARTNER : ¢ # R & i+*T4 2 % ”gﬂf My ERFBTEY € 3-F7 4§ s EXPERT :
AELFEVF oML gV R EEFE 2 AP R M 0 ) FaeFaer o F ;Aﬁﬁﬁial
= ;igzigw AFEREFFE L L EAEOSIZE: 27 R W2 PP R RATABp Al
TENURE BtE A EZ B E g"¢5$7 Lyl > Yy 1983 & o BrH £ Fj‘g %% j\?;g*‘i—gﬁx:
GROWTH WEfer S L5 ufERSFlorBL EH e BEp 2 EH [ er S CFO:

i‘F—g *E fhm$,‘€‘fllﬁﬁaﬂ #F A AGE: @2 * &4 ; BIGN : AAFEBTEV RS F
QE@%#E{:*’”]@:}Z- L I 1’ 2R 5 0:LISTED: 5t 3 HFadpil  F2 i oBHED
FRIZOSLEV: v nPpRAf frenugyRAaFT4E  ROA: Fﬁﬁiﬁ“’*‘ s 1E A r!f.u‘aa;?g_:
VOL_SALES : 4 }: ﬂz%/ﬁ.ifr’ﬂi)i " E A % L{{ﬂﬂ—}é’—‘fuﬁ)’% £ 2 ;VOL_CFO: ¢ ¥#®m &
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ABSDA,0rDA;’ = a, + o, AE _ PARTNER, + a,SIZE, + a,TENURE,
+a,GROWTH,, + &.CFO, + o, AGE, + &, BIGN, + 2, REM,,
+a, LISTED, + o, VOL _SALES, +, VOL_CFO,

+> YEAR+) INDUSTRY +¢,

EXPERT Non-EXPERT
ABSDA DA+ DA- ABSDA DA+ DA-
INTERCEPT 0.198™  0.198™"  -0.078 0.079™  0.0977"  0.019
(0.000) (0.000) (0.074) (0.000) (0.000) (0.338)
AE_PARTNER -0.002 -0.004" 0.002 -0.001 -0.001 -0.001
(0.423) (0.060) (0.363) (0.490) (0.436) (0.884)
SIZE -0.004™  -0.006™"  -0.001 -0.001" -0.002™  -0.003"
(0.007) (0.000) (0.818) (0.053) (0.012) (0.003)
TENURE -0.001" -0.002”"  0.001™" -0.001™"  -0.001 0.001™"
(0.056) (0.003) (0.007) (0.000) (0.155) (0.000)
GROWTH 0.016™"  0.005 -0.007"" 0.015"  0.014™"  0.003”
(0.000) (0.286) (0.002) (0.000) (0.000) (0.015)
CFO -0.006 04707 -0.348" -0.0807"  -0.4407"  -0.258"
(0.903) (0.000) (0.000) (0.000) (0.000) (0.000)
AGE -0.014™  -0.002 0.017” -0.010™"  -0.006™"  0.0097"
(0.050) (0.834) (0.026) (0.000) (0.005) (0.000)
BIGN -0.013 0.020 0.021" -0.003 -0.001 0.007™"
(0.252) (0.224) (0.052) (0.246) (0.824) (0.009)
REM 0.006""  0.002 -0.005"" 0.004™"  0.0027"  -0.002""
(0.000) (0.246) (0.004) (0.000) (0.000) (0.000)
LISTED 0.013™  0.024™  -0.002 0.009™  0.005™"  -0.008""
(0.009) (0.000) (0.558) (0.000) (0.006) (0.003)
VOL_SALES 0.001 -0.053™"  -0.040"" 0.007""  -0.0177"  -0.033""
(0.983) (0.001) (0.000) (0.000) (0.000) (0.000)
VOL_CFO 0387 05277 0175”7 02777 04067  0.1307
(0.007) (0.000) (0.014) (0.000) (0.000) (0.001)
YEAR Included Included Included Included Included Included
INDUSTRY Included Included Included Included Included Included
N 1,121 502 619 18,371 8,901 9,470
adj. R? 0.188 0.581 0.412 0.171 0.525 0.291
F 7.839 11.548 9.779 59.476 98.284 65.054
1 RETA FE A2

2. ¥ 5 5 two-way cluster-robust standard deviation 3 BRG] P2 E R HEEEL p B

( Petersen, 2009; Gow, Ormazabal, and Taylor, 2010) -
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SD_DD=0(f,) %47 i 27 $ t 5357 & (10 A L2 BB L o
He

CA = Rt ki L (SFPIEHTErEA -k FEREEFRE
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%26 RIESFTEEFIFID 3+ fdie 51?./} +r_Dechow and Dichev (2002) Model

SD_DD, =a, + o, AE_ PARTNER, + a,SIZE, + @.;TENURE, + o, GROWTH,,
+a,CFO, + 2, AGE, + &, BIGN, + o,REM, + o, LISTED,
+a, VOL _SALES, +a,VOL_CFO,+> YEAR+Y INDUSTRY +s,

EXPERT Non-EXPERT
SD_DD SD_DD
INTERCEPT 0.143" 0.072""
(0.000) (0.000)
AE_PARTNER -0.003 -0.001
(0.123) (0.738)
SIZE -0.003™ -0.001"
(0.011) (0.088)
TENURE -0.001™" -0.001™"
(0.005) (0.000)
GROWTH 0.006"" 0.006""
(0.001) (0.000)
CFO -0.038"" -0.043™
(0.005) (0.000)
AGE -0.009" -0.010""
(0.094) (0.000)
BIGN 0.001 -0.002
(0.990) (0.299)
REM -0.001 0.001™"
(0.701) (0.001)
LISTED 0.002 0.008™"
(0.616) (0.000)
VOL_SALES 0.007 0.010™
(0.567) (0.000)
VOL_CFO 0.081 0.120"
(0.148) (0.000)
YEAR Included Included
INDUSTRY Included Included
N 1,035 16,828
adj. R? 0.244 0.213
F 11.969 133.215

T TEEEETEE
2. #7 SD DD : % Dechow and Dichev (2002)2 #-%| 5352 F 4 &5 o 3£} 2 T two-way
cluster-robust standard deviation 3 £ i %] = 2 &1 & & % B #c{s 2 p & (Petersen, 2009; Gow et al., 2010 ) -
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